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Umzinrikhulu Municlpallty 

Annuaf Financial Statements for the year ended 30 June 201 0 


Statemerit of Ffnancial Posltion 




Note(s) 

2010 

2009 

Assets 





Current Assets 





Trade and other receivables fronri exchan^e transactions 

31.20 

7 ■ : ■ 

905 660 

1 226 922 

VAT receivabie 

31/20 

8 

3 083 904 

1 752 753 

Consumer debtors 

31,20 

9 

. 6 921 314 

1 690 297 

Investrrients 

27;29 

■ 6 ■ ■ 

27 996 437 

41 939 718 

Ca$h and cash equivalents 

. MM 

10 

656 090 

2 980 166 




40 362 406 

49 589 846 

Hon-Ciirrent Assets 





Investment property 

<i. i. 1. 

2 

4 526 989 

4 567 156 

Property, plant and equipment 

2CL20 

3 

88 537 041 

48 648 298 

Intangible assets 

23..22 

4 . ; . 

325 057 

61 1 786 

Assets in constmction 

27.27 

■ ■ 6 ■ 

37 828 061 

45 201 407 




131 217148 

99 018 646 

Totat Assets 



171 579 SS3 

148 608 492 

LiabMlties 





Ctirrent LiabHlties 

Finance lease obiigation 

■ iSM 

11 

. « 

81 576 

Trade and other payables from exchange transactions 

51.20 

14 

3 271 732 

8 528 836 

Unspent conditional grants and receipts 

4320 

■■ '12'; ■■ 

26 822374 

41 746 705 




30 094 106 

50 357 117 

Non-Current LlabifSties 





Finance lease obiigation 

^ 25.29 

11 

■ . ■ 

45 375 

Provisions 

• S220 ■ 

13 

1 105 097 

193 408 




1 105 097 

238 783 

Total yabllities 



31 199 203 

50 595 900 




140 380 350 

98 012 592 

Het Assets 





AoQurnulaied surplus 

■ ■ ■ 4024 ■ 


140 380 360 

98 012 592 
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Umzlmkhulu MuniclpaW^ 

Annuat Financial Statements for the year ended 30 June 2010 


Statement of Financial Performance 



. Notefs) 

2010 

2009 

l^evenue 




Property ratos 


9 411 609 

1 769 494 

Service oharges 


1 119 420 

1 177 488 

Rental of facilities and equipment 


384 540 

262 588 

Interest received (trading) 


566 031 

675 318 

Government grants & subsidies 

. . ■ i5' ■ . ' 

102 062 089 

95 706 877 

Motor vehicie llcences 


314 731 

222 361 

Mfsceiianeous other revenue 


. 517 499 . 

i 004 746 

Recoveries 


- 

158 851 

Other income 


94 605 . 

- 

Sundryincome 


1 000 

“ 

Interest received - investment 


2 542 914 

743 396 

Total Revenye 


117 014 438 

101 721 119 


Expendlture 


Persohnel 

18 

(19 313 843) 

(17 368 495) 

Remuneration of courtcillors 

19 

(7 545 288) 

(6 931 983) 

Admlnistration 


(312 374) 

(101 492) 

Depreclation and amortisation 

20 . : 

(7 814 479) 

. (4 040 865) 

Finance costs 

. ■ ■ 21 . 

(83 228) 

(22 764) 

Repairs and maintenance 


(1 610 262) 

(2 735 197) 

General Expenses 

16 

{32 452 345) 

(35 689 547) 

Totaf ixpencflture 


(S9 131 819) 

(66 890 343) 

Gain or loss on disposal of assets and liabilities 


■ ■ 40 657 . 

991 842 

Surplys for the year 


47 923 176 

3S 822 618 
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Umzlmkhuly Municipality 

Annyal Pinancial Statements for the year ended 30 June 2010 

Statement of Changes in Net Assets 


CapitaiiiSation 

roserve 


Accurnulated 

sUrplus 


Total net 
assots 


Changes in net assets 

Net surplus for the year 

Prior year ad justments (Refer to note 23) 

Write otf accounts with no movements 


iQtal changes 


Opening balance as previously reported 
Adjustments 

Restatement of unspent grant and housing project balances 
(Reler td note 23) 


35 822 617 
1 209 960 
1 717 071 


103 068 522 


(5 0S5 930) 


64 230 074 

35 822 617 
1 289 960 
: 1 717 071 


1:03 068 622 


(5 056 930) 





Umzlmkhulu tyiuniclpality 

Annua! Finandal Statements for the year ended 30 June 20t 0 

Cash Flow Statement 



NQte(s) 

2010 

2009 

Cash flows from operatirig aotivities 




Receipts 

Sale of goods and services 


97 768 383 

51 888 301 

interesi mcome 


, 2 542 914 

743 396 


100 311 297 , 52 631 697 


Payrrients 

Suppliers 

Finance costs 


, (77 589 258) 

(83 228) 

(11 515 557) 
(22 764) 



(77672486) 

(11 538 321) 


■ ■ ■ . . 22 . ■.' ■ 

23 638 811 

41 093 376 

Gash flows ffom investing aotivlte^ 

Purchase ot property, plant and equipment 

3 ■ '. ' 

(46 274 438) 

(12 445 775) 

Sale of propeily, plant and equipment 

3 . : ■ 

75 001 

669 098 

Purchase of other intanglble assets 

Purohase of assets in construction 

PPE ad|ustments - Prior year 

Mdvements in investments 

4 

(54116) 

7 373 346 

13 944 281: 

(31 213 548) 
39 006 

4 996 105 

II iSi r«wJS ffllRHi 


(24 935 926) 

(37 9S5114) 


Cash flows froro financing activities 


Finaoce lease payments 


(126 951) 


(70 710) 




Urrizimkhulu Munlcipality 

Annual Financial Statements for Ihe year ended 30 June 2010 

Accoyntlng Policles 


1, Preaentatlon of Anfiuai Finianelal Staternents 

The annual fmancial statements have been prepared in accordance wlth the effective Standards of Generaliy Reoognised 
Accounting Practice (GRAP) inciuding any interpretations, guideifnes and directives issued: by tho Acoounting Standards 
Boafd, ■ 

These annuaj financial statements have been preparad on an accruai basis of accounting and are in accordance with 
historical cost convention uniess specrfiod otherwise, They are presented in South Afrlcan Rand> 

These accounting poiicles are consistent with the previous period, except for the changes set out m note Changes in 
accountifig poliey 

1.1 Investment property 

Investment property is property (iand or a building - or part of a building - or both) heid to earn rentals or for capital 
appreoiation or both, rather than for: 

« use in the production or supply of goods or servlces or for 
» administrative pufposes, or 
^ sale in the ordinary eourse of operatlons. 

Owner-occupied property is property held for use In the production or suppiy of goods of servlces or for administrative 
purposes. 

Investment property is recognised as an asset when, and only when, it is probable that the future economic benefits that 
are associated with the investment property will flow to the municipality, and the cost of the investment property can be 
measured reliably. 

Investment property is initialiy recogn ised at cost. T ransaction costs are inciuded in the initial measurement. 

Costs indude costs incurred initialiy and costs inourred subsequently to add to, or to repiace a part of, or service a property. 
if a repiacement part i$ recognised in the carrying amognt of the Investment property, the carrying amount of the replaced 
part is dereoognised. 

Co-stmodel 

investment property is carried at cost less any accumulated irnpairment losses. 

Depreciation is provided to write down the cost, less estimated residual value over the usefui iife of the property, which is 
'asfoflows: 

(tem Useful llfe 

Pfoperty buildings 30 years 

investment property is derecognised on disposal or when the Investment property !s permanentiy withdrawn from use and 
no future economic benefits or service potentiai are expected from Its disposal. 

Gains or losses arising from the retlrement or disposal of investment property is the difference between the net disposal 
proceeds and the carrying amount of the asset and is reoognised In surplus or deficit in the period of retiremeht or disposaL 

Compensation from thi rd parties for investment property that was impaired, fost or given up is reoogntsed in surplus or 
deficit when the compensation becomes receivable. 

Trarssitional provision 

Tbe municipaiity changed its accouriting policy for Investment property in 3009. The change in accounting policy was made in 
accordance with its transltional provislon a$ per Dlrectlve 4 of tha GRAR Reportlng Framework, 

Acoording to the transitional provislon, the municipality is not required to measura investment property for reporting pehods 
beginning on or after a date within three years toilQwing the date of fnitiai adoption of the Standard of GRAP on Irivestment 
property. fnvestment property has accordingly been fecognised at provisionai amounts, as disclosed in 2. The transitional 
provision expires on 30 June 201 T 

Untii such time as the measurement period expires and investment property is reoognised and measured in accordance wfth 
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Umzlmkhulu Munlcipality 

Anhual Financial Statements for the year ended 30 June 2010 

Accounting Pollcies 


1.1 investment property (continueGl} 

the requirernents of the Standard of GRAP on Investment property, the municipality need not compiy with the Stahdards of 
GRAPon: 

• Presentation of Financiai Statements (GRAP 1), 

« The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

* Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

* Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements ol the Standard of GRAP on Investment property implies that any 
associated presentation and disclosure requirements need not be complied with for mvestment property not measured in 
accordance with the requlrements of the Standard of GRAP on Investment pfoperty. 

1 .2 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (inciuding infrastructure assets) that are held for use In the ^ 
production or supply of goods or services, rentai to others, of for administrative purposes, and are expected to be used during 
more than one period, 

Property, plant and equipment is initially measured at cost, 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for ft to be capable of operattng in the manner intended by management. Trade discounts and 
rebates are deducted in arrivlng at the cQst. 

Where an asset is acquired at no cost, of for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and noh-monetary assets, the asset acquired is initiaily measured atfair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset{s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accouhted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a repiacement cost Is recognised in the carrying amount of an item of 
property, ptant and equipment, the carrying amount of the replaced part is derecognised, 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property , plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obilgation arises as a result Of acquirtng the asset or using it for purposes other than the production of inventories. 

Recognftion of costs iri the carrying amount of an item of property, plant and equipment ceases when the item is In the location 
and condition necessary for it to be capabie of operating in the {nanner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are inciuded in property, 
plant artd equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment, 

Major inspectlon costs which are a condltion of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a reptacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised, 

Property, plant and equipment is carrled at cost less accumulated depreclation and any impalrment losses. 

Property, piant and equipment are depreciated on the straight iine basis over their expected useful lives to thelr estimated 
restdual value. 

The usefui lives of items of property, plant and equipment have been assessed as folfows: 

item Average usefu! !ife 

Infrastructure 

» Roads and paving 30 years 
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Umzlmkhulu Munlcipa^ 

Afinual Financial Statements for the year endect 30 June 2010 

Accounting Poilcles 


30 yaars 
O-SO yeare 

30 years 
20-30 years 
5 years 

30 years 
1 0 years 
Byears 

3-7 years ' 

7-10years 

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date, !f 
the expectations differ from previous estimates, the change Is accounted: for as a change iri accounting estiinate. 

Each part of an itam of property, piant and equipment wlth a cost that is significant in relation to the total cost of the item is 
depreoiated separately. 

The depreciation charge for each period is recognised in surplus or deficit unless it Is included in the oarrying amount of 
another assei 

items of property, plant and equipment are derecognised when the asset Is disposed of or when there ara no further economic 
benefits or service potential expected from the use of the asset : 

The gain or ioss arising from the derecognition of an Item of property, plant and equipment is induded in surplus or deficit when 
the item is deredognfsed. The gain or idss arising from the derecognilion of an item of property; plant and equipment is 
determined as the difference between the net disposai proceeds/if any, and the carrying amount Of the item: 

Assets whioh the municipality holds for rentals to others and subsequentiy routinely sell as part of the ordinary course ot 
activlties, are transferred to inventories when the rentals end and the assets are availabieTor-saie. These assets are not 
acoounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. Alf cash 
fiows W these assets are inciuded in cash flows Irom operatmg activities in the cash flow statement. 

Transitional provision . ■ 

The munioipality changed its accounting policy for property, plant and equipment in 2009. The change in accountmg pGlicy was 
made in acGdrdance with its transitional pfovision as per Directive 4 of the GRAP Reportmg Framework. 

According to the transitional pfovisian, the municipality is not required to rneasure property, plant and equipment for reporting 
perlods beginning dn or after a date within three years following the date of initial adoption of the Standard of GRAP dn 
Pmperty, ptant and equipment. Property, plant and equipment has accordmgly been recognteed at provisionaf amdunts, as 
diiscfdsed in 3. Thetransitional provision explres on 30 June 201T ^ 

Untll such time as the measurement period expires and property, plant and equrpment is recognised and measured in 
accdrdance with the requirements of the Standard of GRAP on Property, pfant and equipment, the munictpality need rtot 
comply with the Standards of GRAP on: 

^ Presentatio n of Financial Statements (GR AP 1), 

* The Effeots of Char^ges m Foreign Exchange Transactions (GRAP 4), 

« Leases (GRAP 13), 

« Segment Reporting (GRAP 18), 

* Non-current Assets Held for Saie and Discontinued Operatlons (GRAP 100) 

The exemption from appfying the measurement requirements of the Standard of GRAP on Property, plant and equipment 
implies that any associated presentation and disclosure requirernents need not be compUed with tor property, plant and 
equipment not measured in aocordance wlth the requiremeMs of tha Standard of GRAP on Property, plant and equipment. 

T3 Sntanglble assets 


1 ,2 Froperty, piant and equlpment {contlnued) 

* Pedestrian Maits 

^ Electricity 

Community 

* Buildings 

* Reoreationai faoitities 

^ Security 

Other pfoperty, plant and equipment 
^ Buildings 

’ Speciaiist vehicles 

» Other vehicles 

^ Office equipment 

* Furniture and fsttings 


Umzimkhulu 

Annuai Finanoial Statennents for the year ended 30 June 2010 

Accounting Policles 


1,3 intarigtble assets (contsnued^^ 

An asset is Identified as an intangible asset when it: 

* is capabie of being soparated or divided frorn an entity and soid, transtermd, licensed, rented or exchanged, 
either individualiy or together with a related contract, assets or tiabiiity; or 

« arises from contractual hghts or other iegal nghts, regardless wbether those rights are transferabfe or separate 
from the municipaiity or from other rights and obllgatiDns, 

An intangible asset is recognised when: 

> it is probable that the expected future economic benefits that are attributabie to the asset wfll flow to the entity; 
and 

* the oost of the asset can be nrieasured reiiably, 

Expenditure on research (or on the researeh phase of an internal project) is recognised as an expense when it is ineurred. 

An Intangible asset arising from development (or from the development phase of an internai project) is recognised when: 

* it is technicaily feasible to complete the asset so that it wiil be available for Use or saie. 

* there is an intention to oompiete and use or sell it, 

* there is an abrlity to use or seH it : 

* It wil! generate probabie future eoonomic benefits, 

* there are avaiiable technlcal, financiai and other resources to complete the development and to use or seil the 
asset 

the expenditure attnbutable to the assetduring its development can be measured reliably. 

Intangible assets are carried at cost less any aocumulated amortfsation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful iife when, based on ail relevant factors, there is no 
foreseeable limit to the perlod over which the asset is expeoted to generate net cash inflows, Amortisation is not provided 
for these property, plant and equipment, For all other intangible assets amortisation is provided on a straight line basis over 
their usafu! Ilfe. 

The amortisation period and the amortisation method for fntangibla assets ar e reviewed every period-end, 

Reassesslng the useful iife of an intangible asset with a definite useful life afler it was cfassifled as inclefinfte is an indioator 
that the asset may be impaired, As a result the asset is testad for impairment and the remaining carrylng; amount is 
amortised over its uselul life. 

Intemaliy generated brands, mastheads, publishing titles, customer lists and items similar in substance are hot recognised 
a$ intangjbie assets, 

Amortisation is provided to write down the intangibte assets, on a straight line basis, to their residual values as fotlows: 

Usefyf fite . ' ; • ■ ■ 

3 - '6 years 

Intangibie assets are derecognised: 

^ on disposal; or 

* when no future economic benefits or service potential are expected from its use or disposaL 

The gain or loss is the difference between the net disposal prooeeds, if any, and the carrying amount. It is recognised in 
surpjus or deficit when the asset Is derecognised 

Transltlo.nai provlsion 

The municipality changed its acoounting poiicy for intangible assets in 2009, The change in aocounting policy was made in 
aGcordance with its transitionai provision as per Directive 4 of the GRAP Reporting Framework, ; 

Accofding to the transitionai provbion, the municipaiity l$ not required to measure intangibte assets for reporting periods 
beginning on or after a date within three years fQfbwing the date of fnitial adoption of the Standard of GRAP on Intangible 
assets. intangible Assets has acGordingly been Tecognised at provisfonal amounts, as disclosed in 4. The transitsonal provision 
explres on 30 June 201 1 . 

Until such tlme as the measurement period expires and intangibie assets is recognised and measu red in accordance with the 
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Aniiual Fimnciai Statements for the year ended 30 June 2010 

Accountmg Pollcies 


1.3 Intangitsle assets (ooritinMecf) 

raquireftients of the Standard of GRAP on Intangihie assets, the munlcipaiity need not oomply with the Standards of GRAP ori: 
« Presentation of Flnanclal Statemenits (GRAP 1), ' ^ ^ ^ 

The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 
teases (GRAP 13), 

^ Segment Reporting (GRAP 18), 

V Non-ourrent Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption trofT! appiying the measurement requirements of the Standard of GRAP on Intangibie assets jmpiies that any 
associated presentation and disciosure requirernems need not be complied with for intangibie assets not measured in 
accordance with the requirements of the Standard of GRAP on Intanglble assets. 

1.4 Flnaneial mstruments 
Trade and other receivables 

Trade reoeivabtes are measured at initiat reoognitlon at fair vaiue, and are subsequently measured at amortised cost using 
the effective interest rate method. Appropriate allowances for estimated jrreooverabie amounts are recognised In surplus or 
deflcit when there is objective evidenoe that the asset is impaired:. Srgnifioant financial difficulttes of the debtdr, probability 
that the debtor wil) enter bankruptcy or financial: reorganisation, and default or deUnquency in payments (more than 30 days 
overdue) are considered indteators thatthe trade feceivabie te impaired. The ailowance recognised is measured as the 
difference between the asset’s carrying amount and the pr esent vai ue of esllmated future casb flows discounted at the 
effeGtiveTnterest rate computed at initial recognition. 

The carrying amount of the asset is reduced through the use of an aliowance account, and the amount of the deficit is 
reoognised in the statement of financial performanoe within operating: expenses. When a trade receivabte is uncollected., it 
te written off against the aliowance acoount for trade reoeivables. Subsequent recoveries of amounts previously written off 
are credited against operating expenses in the statement of linancial perfDfmance. 

Trade and other payebles 

Trade payables are initiaily measured at fair vaiue, and are subsequently measured at amortised cost, usmg the effectlve 
interest rate method. 

Cash aed cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments 
that are readiiy convertible to a known amount of oash and are subject to an insignifteant risk of changes in vatue. These 
are initlally and subsequently recorded at fair value. 

Bank overdraft arid borrowirigs 

Bofrowlngs are [nitially measured at fair value, and are subsequentiy measured at amortised cost, using the effective 
interesl rate method. Any difference between the proceeds (net of transaction oosts) and the settlement or redemption of 
borrowings is recognised over the term of the borrDwing^s in aecordance with the municipallty’s accounting poiicy for 
borrowing costs. 

Other financial (iabiiities are measured initiaily at fair value and subsequently at amortised cost, using the effective interest 
rate method. 

Financlal assets at tair value throygh proflt or loss 

Investments are recogrilsed and derecognlsed on a trade date basis where the purchase or sale of an investment is under 
a contract whose terms require delivery of the investrnent within the timeframe estabfished by the market cohoerned. 

Investments are measured initiaily and subsequently at fair vaiue, gains and losses ahsing from changes in fair value are 
moluded in surplus or defteitfor the period. 

1.5 Leases 


A lease is classified as a finance iease if it transfers substantialiy ajJ the rlsks and rewards incidantaf to ownership. A tease 
is ciassified as an operating iease if it does not transfer substantialiy ai! the risks and rewards inoldemal to ownership. 
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niclpality 

Annual Fjnancial Statements for the year ended 30 June 201 0 

A.ccQuntlng PoJtcles ' ' ' ■ ; ' 

1 .5 (contifiued) 

Fifiance ieases - lessor 

The muniolpality reoognises finance lease recaivables on the staternent of financial positicin. 

Finance irrcome is recognised based on a pattern reflecting a constant periodic rate of return on the municlpality’s net 
investment in the finance lease. 

Fina.nce leases - lessee 

Flnance leases are recognised as assets and iiabiiities in the statement of financial positioh at amounts equal to the fair 
value of the leased property or, If lower, the preseht value of the minimurn fease payments. The oorresponding liabiilty to 
the iessor is included: in the statement of finandal position as a finance lease oblfgation. 

The discount rate used in calcuiating the present vaiue of the minimum lease payments is the interest rate impiicit in the 
iease/ 

Yhe lease payments are apportioned between the finance charge and reduction qf the outstanding; liabiittyThe flnance 
charge Is ailocated to aach period during the jease term so as to prdduce a Qonstant periQdio rate of on the remalning 
balance of the iiability. 

Operating leases - lessor 

Operatirig lease income is recognised as an income on a straight-line basis over the lease term. 

Initiai direct costs incurred In negotiating and arranging operating ieases are added to the carryfng amount of the leased 
asset and recognised as an expense over the lease term on the same basis as the lease incQme. 

Income for leases is disclosed under revenue in the statement of finenciai performance. 

Operating: leases lessee 

Operating lease payments are recognised as an expense on a straighMine basis over the lease term. The difference 

the amounts recognised as an expense and the contractual payments are recognisecl as an operating lease asset> 
Thls liability Is not discounted. 

Any contingent rents are expensed in the per'fod they are incurred. 

T6 impairment of cash«0eiierating assets 

Casmgenerating assets are those assets heid by the municipality with the primary objective of generatmg a commercial return. 
When an asset is deployed in a manner consistent with that adopteci by a proflt-orlentated entity, it generates a commerclal 
return.- ■ ' ' ■ 

Impairrnent is a loss In the future economic benefits or service potenflal of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic baneflts dr service pDtential through depreciaflon (amdrtisation). 

Carrying amount is the amount at which an asset is recognised in tha statement of financial poslflon after deducting any 
acoumUiiated depreciation and accumulated impairmenl losses thereon. 

A cash-generating unit is the smallast identifiable group of assets hefd with the primary objoctive of generating a commerciaf 
return that genefates cash inflows from oonflnuing use that are largely independent of the cash inflows from other assets or 
grdups of assets. 

Costs of dtsposal are incrementai costs directiy attributable to the disposal of an asset, excluding finance oosts and income tax 
expense.' ■ ■ 

Depreoiaflon (Amortisation) is the systematic allQcatlon of the depreciable amount of an asset over its useful flfe. 


Fair value iess costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction beiween 
knowtedgeable, wiliing parlies, lessthe costs of disposal 
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1 .6 Smpairment of cash-generating assets (continued) 

Recoverabie amount of an asset or a cash-generating unit is the higher its fair value iess costs to se!i and its vaiue in use. 
Useful life is either; 

• (a) the period of time over which an asset is expected to be used by the municipality; or 

• (b) the nufnber of productiQn or simiiar units expeeted to be obtained from the asset by the municipality. 

Identiiication 

When the carrying amount of a cash-generating asset exceeds its recoverabte amount, it is impaired, 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired. if any such indicatlon exists, tbe munieipaiity estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also test a cash-generating intangible asset with 
an indefinite useful iife or a cash-generating intangible asset not yet available for use for impairment annuaiiy by comparing its 
carrying amount with its recoverable amount. this Impairment test is performed at the same time every year, !f an intangible 
asset was inltially recognised during the current reporting period, that intangibie asset was tested tor impairmeht before the end 
of the current reporting period. 

ReGQgnltion and measurenient (individuai asset) 

!f the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An (mpairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 

relates, the municipality recognises a Habiiity oniy to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment ioss, the depreciation (amortisation) charge for the cash-generating asset Is adjusted in 
future periods to allocate the cash-generating asset’s revised carrying: amount, tess its reslduai value (if any), on a systematic 
basis dver its remaining useful iife. 

Reversal of Impairment loss 

The municipality assess at each reporting date whether there is any indication that an imparrment ioss recognised in prior 
periods for a cash-generating asset may no ionger exist or may have decreased. If any such indication exists, the entity 
estimates thefecoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverabte amount since the iast impairment loss was recognised, The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to afeversal of an impairment loss does not exceed the carrying amountthat wouid 
have been determined (net of depreclation or amortisation) had no impairment loss been recognised: for the asset in prlor 
periods. 

A reversal of an impairment ioss for a cash-generating asset is recognised immedlately in surplus or defioit. 

Any reversai of an impairment loss of a revatued cash-generating aaset is treated as a revaiuation increase. . 

After a reversai of an impairment loss is recognised, the depreciation (amortisation) charge for tbe cash-generatlng asset is 
adjusted in future periods to allocate the tash-generating asset’s revised carrytng amount, less itsfesidual vaiue (if any), on a 
systematic basis ove.f its remaining usefuilife. . 

A reversai of a.n impairment loss for a cash-generating unit is aliocated to the c.ash-g.enerating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversafs of impairment losses for 
indivldual assets. No part of the amount of such a reversai is ailocated lo a rion-cash-g.enerati:ng asset contributing servlce 
potentlal to a cash-generating unit. 
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16 Impairment of ca$li«generating assets (oontrnued) 

In altocating a reversal of an impairment loss for a oash-generating unit, the carrying amount of an asset is not increased above 
the lower of: ' 

* its recoverable amount (ff determinable); and 

* the carrying amount that would have baen determined (net of amortisation or depreciation) had no Impairment loss 
been recognised for the asset in phor periods, 

The amount of the reversal of the impalrment io$s that wouid otherwlse have been aliocated to the asset is allocated pro rata to 
the other assets of the unit. 

1.7 Employee benefits 
Retifement benefits 

Whiist empioyees and councillors are employed by the munlclpality, the rnunlcipality oontributes to their medical aid and 
penslon funds. On terminatlon, resignation or retiremont of employees and councillors the municpaiily no ionger contributes 
to the medical aid and pension funds on their behatf and thus there are no post employment benefits. 

1.8 Provisions and oofitingeiictes 
Provislons are recognised when; 

* the municipality has a present obligation as a result of a past event; 

* it is probable that an outflow of resources embodying eoommic benefits or service potentiai wlH be required to 
settie the obligation; and 

* a reliable estimate can be made of the obligatiom 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the repofting date. 

Where the effect of time value of money is materiab the amount of a provision is the present value of the expenditures 
expectedtD be requirad to settte the obligation: : 

The diiscount rate is a preTax rate that refleots current market assessments of the time value of money and the risks 
specific to the Hability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement i$ recognised when, and only when. it is virtuaiiy certain that reimbursement will be received if the 
munidpai ity settles the obHgation. The reimbursernent is treated as a separate asset. The amount recognised for the 
reimbursement does not exceed the amount of the provision. 

Proyislons are reviewed at each reporting date and: adjusted to reflect the current beat estimate. Provisions are reversed if it 
is no longer probable that an outflow of fesources embodying economio benefits or service poten&l wil! be requiredj to 
settie the obligation. 


Where discountmg is used, the carrying amouni of a provislon increases m each perrod to reflect the passage of time. This 
increase is recognised a$ an interest expense/ : 

A provision is used oniy for expenditures for which the provislon was origmaHy recognised. 

Provisions are not recognised for future operating deficits. 


If an entity has a contract that Is onerous, the present obligation 
measured as a provislon. 


(net af reooveries) under the contract Is recognised and 
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1.8 Provtsions and contingencies (continued) 

A constructive obligation to restructure arises oniy when an entity: 

» has a detailed format plan for the restructuring, identifylng at ieast: 

- the activity/operating unit or part of a activity/operating unlt concerned; 

the principal iocations affected; 

. , the location, function, and approxlmate number of ernployees who will be compensated for services belng 

terminated; 

the expenditures that will be undertaken; and 

- when the pian will be implemented; and 

• has raised a vaiid expectation in those alfected that it will carry out the restructuring by starting to impiement that 
plan or announcing its main features to those affected by it 

A restructuring provision inciudes only the direct expenditures arising from the restrucluring, which are those that are both; 

<• necessarily entaiied by the restructuring; and 

• not associated with the ongoing activities of the municipality 

No obiigation arises as a consequence of the sale or transfer of an operation until the munieipality is CQmmitted to the sale 
or transfer, that is. there is a binding agreement. 

After their initial recognition contingent liabilities recognised in business combinations that are recognised separately are 
subsequently measured at the higher of: 

• the atnount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 24. 

1.9 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting perlQd when those inflows result in a.n 
increase in netassets/otherthan increases relating to contributionslrom owriers. 

An exchange transaction is one In which the municipaltty receives assets or services, or has liabiiities extinguished., and direetly 
gives .approximately equai vaiue (primarily in the fo.rm of goods, serviceS Or use of assets) to the other party iri exchange. 

Fafr value is the amount for which an asset could be exchanged, or a iiabillly settled, between knowledgeabie, willing parties in 
an arm's length transaction. 

1.10 Revenuefrom rion-’exchangetransactions 

Non-exchange transactlons are defined as transactions where the entity receives value from another entity without directly 
giving approxlmately equal value in exchange. 

Revenue is the gross inflow of economlc benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. . 

Fair value Is the amount for which an asset could be exchanged, or a liabflity settled, between knowledgeable, willing parties in 
an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration recelved or reoeivable, net oftra.de discounts and volume rebates. 
Rates, including coUection charges and penalties interest 

Revenue from rates, including coliection chafg.es and penalty interest, is recognised when: 

• it is probabie that the economic benefits or service potential associated with the transaction will ftow to the 
municipality; 

• the amount of the revenue can be measured reliably; and 

• there has been CQmpliance with the relevant legal requirements. 

Changes to property values during a reporting period are valued by a suitably qualified valuator and adjustments are made to 
rates revenue, based on a time proportiori basis. Adjustments to rates revenue already recognised are processed or additional 
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rates revenue js recognisod, 

1,11 Borrowing co$ts 

it is inapproprlate to capitaiise borrowing costs when, and oniy when, there is clear evidence that it is difficuilt to link the 
borrowing reQuirements of an entity directiy to the nature of the expehditure to be funded i.e* oapltal or current. 

Borrowing costs are recognised as an expense in the penod in whjcb they are incurred. 

1\12 Cornparatlvefigyres 

Where necessary, oomparative figures have been reciassified to conform to changes in presentation in the ourrent year. 

1 Unauthorised, Irregyfar, Fruitless atid Wasteful Expeoditure 

A!i expenditure relating to unauthonsed, irreguiar or frultless and wasteful expenditure is recognlsed as an expense in the 
statement of financial performance In the year thBi the expenditure was ineurred. The expenditure is Qlassifioci in 
accordanGe wrth the nature of the expense, and where recovered, 11 is subsequently acounted for as revenue in the 
statement of financial performance. 

Unauthortaed Expendlture 

Unauthorteed expenditure is expenditure that has riot been budgeted for, expenditure that is not in terms of the conditions of 
an allocation received from another sphere of government, municipaiity or organ of state and expenditure in the form of a 
grantfhat is not permltted In terms of the Municipaj Fjnance Management Act (Act no.56 df 2003). Unauthorized 
expenditure i$ accounted for as an expense in the Statement of Financial Performance and where recovered, it i$ 
subsequently accounted for as revenue in the Statemant of Flnancial Perforimance. 

Irregyfar Expenditure 

irregular expenditure Is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
MuniGlpal Systems Act (Aot N;0.32 of 2000);the Pufaiic Office Searers Act {Aot No.20 of lSSB) or is in contravention of the 
Municipalityte supply chain management policy. Irregular expenciiture exciudes unauthori 2 :ed expenditure. irregufar 
expenditure is accounted for as expenditure in the Statement of Finanoial Performanee and wbere recdvered, it is 
subsequently aocounted for as revenue in the Staternent df Fjnancial Perforinnance. \ 

Fruitliess and Wastefy.i expend'iture . 

Fruitless and wasteful expenditure Is expendlture that was made in vain and would have been avoided had reasonable care 
been exercised-. Fruitless and wasteful expenditure is accounted for as expendfture in the Statemer>t of Financiai 
Performanoe and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance 

1.14 y$e 'of Estimales 

The preparation of annual financial statements in conformity with Generaliy Recognteed Accounting Fractice requlres the 
use of certain cntica! accounting estimates, It also requires management to exercise its judgement ir\ the process of 
applylng the municipalityte accounting policfes. The areas (nvolving a higher degree of ludgement or complexity, or areas 
where assumptions and estimates are significant to the annuai financial statements are dfsciosed in the relevant secfions of 
the annual financial statements. Although these estlmates are based on rnanagemenfs best knowledge of current events 
and actlons they may undertake in the future, actua! results uftimateiy may differ from those estimates. 

1.15 Presentatlori of Currericv 

These annual financial statements are presented in South African Rand. : 

116' Offsettmg 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard 
of GAMAP, GRAP or GAAP. 

11-7 fnternal B.eserves 

Governrriefvl grant resejrve 
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1 JT' Internal Reserves (coiitinued) 

When items of property, plant and equipment are ftnanced fronn government grants, a transfer is made from the 
acoumulated surpjus/deficH to tha Government Grants Reserve equal to the Government Grant recorded as revenue in the 
Statement of Financial Performance in accordance wlth a directive issued by National Treasury. When such items of 
property, plant and equipment are depreciated, a transfer is made from the Government Grant Reserve to the accumuiated 
surplus/delicit. The purpose of this policy is to promote community equity by ensuring that the future depreclatjon expenses 
that wit! be incurred over the useful lives of government grant ^inded items of property, plant and equipment are Dffset by 
transfers from this reserve to the accumulated surplus/deficit : 

The purpose of this poiicy is to promote oommunity equity by ensuring that the future depreciation expenses that wiii be 
incurred over the usefui lives of government grant funded items of property, piant and: equipment are offset by transfefs 
from this reserve to the accumulated surplus. 

When an item of property, piant and equipment financed from govornment grants is disposed, the balance in the 
Governrhent Grant Reserve relating to such ite m is transferred to the aooumulated surplus/deficit, 

This poHey is applicable for the period ending 30 June 2008. This policy is not applicable in the current year in terms of new 
GRAP standards 

1..ia 'lnvestments 

Financlai instruments, which include listed government bonds, unfisted munictpal bonds, fixed deposits and short term 
deposits Invested In registered banks, are stated at cost. 

Where tnvestments have been impaired, the carrying value is adiusted by the impairment loss, which rs recognized as an 
expense In the period that the Impairment is identifted. 

On dispQsal of an investment, the difference between the net disposa! proceeds and the carrying amount is charged or 
credited: to the Statement of Financiai Performance, . 

1,19 Cohditionai Graiits and receipts 

Revenue received from oonditiDriai grants, donatiohs and funding are recognlsed as revenue to the eKtent that the 
municlpality has compiied with any of the oriteria/oonditions or obligatiohs embGdied in the agreement To the extent that 
the criteria, conditions or obligations have not been met a yabiftty is recdgnised. 

info.rma;tl.ofi 

Segmentai information on property, plant and equipment, as welf as inoome and expenditure, Is set out in Appendioes C 
and D, based on the Internatiotial Government Financia) Statistics classifioations ahd the budget formats presoribed by 
Nationai Treasury, The municipality operates soleiy in its area of |urisdiction as determined by the Demarcation Boardv 

Segment information is prepared in conformity with the accounting policies applied for preparing: and presenting the 
financial statements. 

1.21 Goifrg concem assumptiofi 

These annual financiai statements have been prepared on a going ooncern basis, 

1.22 Contrlbutions 

Contributions reflected in the statement of ftnancial perforniance consist of contributions to the ieave reserve fund, working 
capitarreserve (provision for bad dabts). 

Leave provision is caicuiated on the number of compoundabie leave days outstanding as at the Statement of financial 
position date, using the daiiy empldyment cost rate. 
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'2, Investment proptrty 




2010 



2009 


Cost/ 

Valuation 

Accumulated 

depreeiation 

Carrying value 

Cost/ 

Valuatlon 

Accumulated Garrying vaiue 
depreciation 

investment property 

llllllllllllll^^ 


4 526 989 

' 4 91:9 152 

(361 997) 4 657 1 56 


Reconctllatlon of investment property - 2010 





Opening 

Depreciation 

Total 


, Balan'ce ' 



Investment property 

4 567 156 

(30 166) 

4 526 989 


Reconoiilatjon of investment prcperty - 2009 





Openirig 

Depreciation 

Tota! 


Baiance 



investment property 

4 587 322 

(30 167) 

4 567 155 


Rental revenue earned 384 539 262 587 

Det^lls of property 

Erven 231 and 232 (Hotel and House) 

Commencement: 1 Deoember 1996 
Duration : i2 Years 
Termmalion date: 30 November 2307 
Payments : Monthiy In advanoe. 

Erven 229 ^ 735 and 736 
(tand - Shopping Complex) 

CommencemenbiOth June 1996 
Duration : 50 Years 
Termination date: 18th June2Q30 
Payments : Year one S % of net rentals 
: Yeariwo 9% of net rentals 
: Remainder 10% of net rentals 

Which together with the 2% payabie td the Trust will. not be less than R1 4,800*00 per year. 


Translttonial provlsions 

Investment property recognised at provisionaf amoiints 

In accordance with the transitional provisions as pet Directive 4 of the GRAP Reporting Franiework, Investment property with a 
carrying value of 4 626 9B9 (2009: 4 557 1S6) was recognised at provisionai amdunts. The date at which full complianee wHh 
GRAP 16 is expected, is 30 June 201 T 
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- ■■ — 2010 2009 


3 * Pro perty, pl a nt and eq ti ipme nt 




2010 



2009 



Cost / 
Valuation 

Accumulated 

depreciation 

Carrying vaiue 

Cost / 
Vaiuation 

Aocumuiated 

depreciation 

Carrying value 

Land and buiidlngs 

21 538 477 

(3 298 334) 

18 240143 

15 946 323 

(2 700 488) 

13 245 836 

Infrastructure 

68 272 017 

(10 779 950) 

57 492 067 

31 750 109 

(5 362 932) 

26 387 1 77 

Comitiunity 

9 453 823 

(796 378) 

8 657 445 

4 815 654 

(611681) 

4 203 973 

Other property, plant and 
equlprnent 

9 672 030 : 

(5 867 249) 

3 804 781 

9 299 903 

{4 831 195) 

4 468 708 

Hefitage 

342 606 

■ “ 

342 605 

342 605 

- 

342 605 

Total 

10S 27B 9S2 

(2G 741 911) 

88 537 041 

621S4594 

{13 506 2m) 

48 848 290 
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equipment with a carrying value of 90 551 088 {2009: 4B 648 298) was recognised at provisional amounts, The date at which 
fuli compliance with GRAP 17 is expectedjs 30 June 2011. 



Umzimkhulu Municipaiity 

Annual Ftnancial Statements for the year ended 30 June 2010 

Notes to the Annual Financial Statements 


2010 2009 

4< ■ Intanglble assats 


2010 




2009 

Cost / . 
Vaiuation 

Accurnulated Carrytng value 
amortisatfon 

Cost / 
Valuation 

Accumuiated Carrying value 
amortisatjon 

Computer soflware, other 1 006 738 


325 057 

952 622 


(340 836) 611 786 

Raconciliatlon of mtanglble assats “-2010 






Computer software, other 

Opening 

Balance 

611 786 

Additions Depreciation 

54 116 (340 845) 

Total 

325 057 

Reeonciliatlon of intangible assets - 2009 






Computer software, other 

Opening 

Balance 

420 721 

Revaluations Amortisation 

352 890 , (161 825) 

Total 

611786 

Transitionat provsslons 






Intangible assets recognlsed at provisional amounts 





!n accordance with the transltional provisions as per Directive 4 of the GRAP Reporting: FramewQrk, intangibie assets with a 
carrymg vaiue of 452 816 (2009: 61 1 786) was recognised at prQvisiona! amounts. The date at wNch fuU cdmpiiance wlth 
GRAP T02 is expected, is 30 Juhe 201 1 . 

Sn Ass^t^ in constryction 






This consists of 






Kwa Njunga Access Road 



1 250 803 



Nhiambamsoka 



4 231 944 


4 052 049 

Umzimkhuiu Maln Street 



■ - . 


11 350 865 

Skoonpiaas Access road 



12 628 408 


7 509 402 

Juta Access road 



. 



iVlpmdweni Sikhuiu Acoess road 



2 772 034 


. 

New Mountain Access Road 



141390 


- 

Marhewini sports fietd 



— 


1 390 740 : . 

Esikhewini River crossing 





989 053 

Ntisikeni sports field 





2 930 052 

New Vitlage Access Road 



294 760 


" ■ 

Urban Regeneration Fiats 



■ " 


781 372 

Bonderand Access Road 



3 002 584 


2 269 573 
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______ __ ^ ^ __ — . : __ _ 2010 


5, Assets In constryctlon (continyed) 

2 671 331 
2 507 302 
1 793 796 

1 326 216 

2 096 582 
1 703 393 
1 629 268 


Rockymount Access Road 
Mnceba Access Road 
Khiliva Access Road 
TIODEDA 
Rietviei Taxi Rank 
Theefantein Aocess Road 
Eiusizinl 

Ngunjin to Drifont Access Road 
Mncweba Access Road 
Nkofeni Access Road 
Gcwentsa Access Road 
Angus Farm Sportsfield 
Dulathi Access Road 
Sibomvinl Access Road 
Rig 9 ©ry Structure 
Shearing Shed 
Street Ughting 
Dams. 

Rietviel SpDrtsfieid 

Total ; ■ ' 

6. Investments 

Investrrients consist of the following: 
FNB S/Cali 32 Day 

FNS Glyesdale 

FNB Council Chambers 

FNB Ext 6&6 

FNB Ibisi 

MSiG 

MAP ■' 

MiG 


3 498 339 

- 

1 916 021 

201 404 

1 654 689 , 


2 129 286 . 

■ ■ ■ 

2 072 277 

■ - 

1 264 895 


970 641 


37 828 061 

45 201 407 


206 003 

468 908 

12 46.3 172 

1 1 837 392 

30 780 

30 241 

1 538 840 

1 528 401 

1 047 525 

988 165 

' 7 397 

138 309 

3 347 

3 295 800 

460 337 

2 234 561 
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2010 

2009 

6. lovestments (continuecl) 

Project Consolidate 

: 1: 707 


102 134 

Rertvl/Cly 

706 789 


678 375 

Riverslde Phase 1 

838 478 


806 048 

Riverside Phase 2 

4 289 210 


4 085 275 

Rural /Disaster 

6 039 693 


5 722 520 , 

Sports Faciiity ^ . 

140 243 


236 642 

Urban Renewal special project 

3416 


6 286 046 

Urban Renewal flats 

77 760 


2 126 995 

Investment in Drought Relief 

141 740 


1 374 907 

Total 

27 995 437 

41 939 718 

7, Trad e a nd other reoeivabfes from exchange transactions 

Trade debtors 


4 

■ 1 

Other receivables 


688 347 

1 068 200 

Refund due 


85 581 

- 

Credit accounts 


694 405 

384 633 

Provision for bad debts 


(490 815) 

(490 815) 

Lease debtor 


3 834 

3 834 

Qthfer 


- 

107 306 

Advanoe salaries 


24 304 

163 783 




1 226 922 

. . VAT reoeivable 

VAT V 


3983 904 

1 7S2 763 

9. Consyrrier debtors 




Gfoss bafances 

Rates and refuse 


15 262 798 

8 527 429 

Less: Provlsioni for bad debts 

Rates and refuse 


(8 341 484) 

(6 837 132) 

Net balarsce 

Rates and refuse 


6 921 314 

1 690 297 

Rates and refiise 

Current (0 -30 days) 


1 099 972 

298 295 

31^60days 


1 131 176 

■ . 289 772 

61 - godays 


1 091 618 

1 084 197 

91 - I20 days 


1 112 621 

2 321 334 

12T-36:5days 


10 827 411 

5 041 263 



t§ 262 798 

9 034 861 
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Umzlmkhulu Munlcipality 

Annuat Financial Statements fof the year ended 30 June 2010 


Notes to the Annyal Financlal Statements 



2010 

2009 

9. Qonsy mer debtors (conti nued) 



Reconciliatlon of provision for Irtipairment ot consumer debtors 

Openinq balance 

(6 837 131) 

(10 599 373) 

Provision fof impairment 

(2 199 27$) 

(1 529 498) 

Amounts written off as uncollectible 

694 923 

5 291 740 


(8 341483) 

(6 837131) 

10. Cash and cash eqyivalents 



Cash and cash equivalants consist of: 

Bank balances 

556 090 

2 980 156 

The municipality’s prlmary bank account is a publio sector cheque account with First Nationai 

Bank. The account is held at 

the ixopo branch and the account number is 5255 573 0913 

11. Fmafice lease obilgation 



Mlnlmym lease payments due 

- witWn one year 


81 567 

- in second to fifth year inciusive 


45 376 

Rresent value of minimum lease payments 


. ' 126 942 

Present vaJye of mifiimam fease payments due 

- vyithiRQne year 


81 567 

■ in second to fifth year inclus^^^^ 


45 375 


■ ■ ■ T' . ■ 

12:6 942 

Nan-current iiabllitles 


45 375 

Current llabiiittes 


81 676 


126 9S1 


12* oonditional grants and recelpts 

Unspent condttional grants and receipts comprises of: 


FM6 Fund 

25 991 

- 

Houslng projects 

, 25 964 892 . 

26 921 071 

Sports Facility Grant Furid 

554 601 

236 642 

MIGFund 

■ “ 

2 234 561 

lylSIGFund 

' 

138 309 

DTLGA Council Chamber Grant 

30 241 

30 241 

MAFGrant 

- 

3 295 800 

Proiect Consolldate 

12 192 

102 134 

Urban Renewal Special Projects 


6 286 045 

Urban Renewal Flats 

■ - 

. 2 126 995 

Drought Relief 

234 557 

1 374 907 


■..■■■■.. 26822374 ' 

41 746 7Q5 


These amounts are invested in a hng-fenced invesirYient untii utillsed. 
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Umzlmkhulu SVlunra 

Annual Financial Statements for the year ended 30 June 2010 

Notes to the Annual Flnancial Statennents 


2010 2009 


13, Pmvlssons 


Rooonaitatlpn of nrovlsions - 2010 


Landffll site provision 


Opening 

Baiance 

Additlons 

Change in 
discouht factor 

193 408 

840 369 

71 330 


Totai 
1 106 097 


The laildfili site provision relates to the oosts of rehabilitating the iandfili site when it reaches the end of its usefui fife in 2013 
and has been discounted to roflect its present value. 

14- Trade and other payables frorn exchange transactions 


Paynhents feceived In advanced: 

UIF accrued expense 

Acorued ieave pay 

Accrued bonus 

Accrued expenses 

MIG Accruais 

Deposits received 


30 566 188 801 

337 561 

1 646 916 888 047 

116 424 T8B400 

1 141 275 6 62:0 977 

(4) 

- 42 616 


3 271 732 a 528 83S 
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Annua! Financial Statements for the year ended 30 June 2010 


Notes to the Annual Flnanclai Statements 



2010 

2009 

15. Oovernment grants and subsidies 



Equitabie shara 

56 712 812 

: 36 313 077 

Government grant - operating revenue 

5 168 685 

3 856 302 

Govornment grant " capltal revenue 

40 180 692 

56 538 498 


102 062 089 95 706 877 


Eq^yltable Share 

In terms af the Constitution, thls grant is used to subsidise the provision ot basic services to indigent community membefs 
FMGfund 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to fevenue 

Condltions met - transferred to accumulated surplus 

750 000 
(724 009) 

210 737 
250 000 
(333 637) 
(127 100) 


2 S 991 


IDP Fund 

Baiance unspent at beginning of year 


96 662 

Conditions met * transferred to revenue 


{96 562) 


Spbrt FaclHty Qrattit Fund (Capital) 


Balance unspent at beginnmg of year 

236 642 

633 B23 

Current year receipts 

1 288 500 


Conditions met - transferred to revenue 

(970 641) 

. . (207 876) 

interest ' 


24 671 

Restate balance 


(213 976) 


5S4 5D1 336 642 


WG Fund (Capital) 

Balance unspent at beginning of year 

2 234 561 

5 416 340 

Currant-year receipta 

21 157 000 

23 654 855 

Conditions met > transferred to revenue 

(23 391 561) 

(29 238 689) 

Interest 

■ - ■ ■ 

167 494 

Restata baiance 

“ ■ 

2 234 561 



2 234 561 


^SIQ Fund 


Balance unspent at beginning of year 138 309 395 923 

Current-year receipts 800 OQO 800 OOQ 

Conditions met “ transferrad to revenue (938 309) (770 570) 


Interest 

'“ ■ 

46 370 

Transferred to AGCumuiated Surplus 


(471 723) 

Restate balance 

■ . - 

138309 



138 309 

DTLGA Couneil Cbaiiiber Grant 




26 



Umzlmkhulu Munlclpality 

Annuai Rnancial Statements for the year ended 30 June 2010 


Notes to the Annual Flnancial Statements 



2010 

2009 

15. Governmeot grante and eubsidiee (contitiyed) 

Baianoe unspent at beginning of year 

Conditions met - Transferred to Accumulated Surpius 
intefest Received 

Restate balance 

30 241 

468 188 
(469 985) 

1 797 
30 241 


30 241 

30 241 

MAP Grant 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 
fnierest ' ■ ' 

Restate balance 

3 295 799 

(3 295 799) 

3 676 888 
300 000 
(1 SB4 398) 
371 180 
832 130 



3 295 799 

Rroject Consolidate 



Balance unspent at beginning of year 

Gonditions met - transferred to revenue 

Interest 

Restate balance 

102 134 
(89 942) 

1 225 990 
(914 972) 
66 692 
(2:75 576) 


. 12 192.' 

■ 102 134 . 

Teclinioal Support Grant 



Baiance unspent at beginning of year 

Conditions met - transferred to accumulated surplus 


201 946 
(201 945) 



■ - 

Urbm Renewaf - Speclal Rrojects (Capital) 



Balance unspent at beginning of year 

Current-year receipts 

Conditlons met - transferred to revenue 
mterest 

Resiate balance 

6286 045 

3 132 500 
(9 418 545) . 

9 087 161 
19 3.92 524 
(22 909 545) 

1 149129 
(433 224) 



6 286 045 

Urfoan Befiewal - Fiats (Capital) ' ' 



Balance unspent at beginnlng of year 

Funds receiVed 

Conditlons met - transferred to revenue 
interest 

Restate baiance 

2 1 26 995 

3 132 500 
(5 269 495) 

1 271: 823 

(781 372) 
193 529 

1 443 016 



2 126 995 


Seta Grant 

Balance unspent at begmnlng of year 


1 861 

Current-year receipts 

■ - 

350 271 

Conditbns rnet - transferred to revenue 


(275 000) 

Restate balance 


(77 132) 



26 













Droyght Refief (Capital) 

Baiance unspent at the beginning of the year 
Interest 

Cinditlons met transferred to fevenue 


1 374 907 

(1 140 351 ) 
23455 ^ 


1 288 301 
86 606 

1 374 90 ^ 


DLGTA Grant - HaMSing 

Current year receipts 

Conditions met - transferred to revenue 

Baiance wrltten off 


1 470 000 
(1 062 002 ) 
(407 998 ) 




Umzimkhylu Municlpallty 

Annual Flnanoial Statements for the year ended 30 June 2010 


Notes to the Annuat Financial Statements 




2010 

2009 

Emptoyee related costs 

Basfc 


1'5 227 337 . 

12 980 453 

Bonus 


S07 801 

1 326 984 

{Vledlcai aid - company oontributions 


570 673 

498 416 

U!F, 


120 222 

105 495 

Other short term costs 


3 988 

3 536 

Post-empioyment beneflts - Pension - Defined contribution plan 


1 346 462 

1 175 283 

Traveli motor car, acconrsfnodation, subsistence and other alfowances 


863 433 

571 031 

Aoting allowances 


74 200 

105 927 

Housing: benefits and aliowances 


609 727 

601 370 



19 313 043 

17 368 495 

Remuneration of Mynicipal Manager 

Annual Remuneration 


477 427' 

434 354 

Travel Ailowance 


198 928 

180 981 

Performance Bonuses 


73 426 . 

89 147 

Contnbutlons to UiF, Medicai and Penslon Funds 


92 698 

82 290 

Housing Aliowance : 


23 871 

21 718 

CeiipHqne 


18 000 

18 000 

Backpay 


20 14S 

22 858 



904 49S 

849 348 

Bemuneration of Chief Finance 

Annuai Remuneration 


363 422 

325 387 

Travel Ailowance 


147 259 

136 578 

Performance Bonuses 


54 355 

■ 56 393 

Contrtbutioris to UIF, Medicai and Pension Funds 


58 811 

54 116 

Housinp Afiowance 


29 359 

27 000 

CeilphDne 


12 000 

12 000 

Bacl<p.ay ■ ' . 


14913 

13 671 



670119 

624145 

Renumtratlon ol Corporate Services Manager 

Annual Remuneration 


346 682 

321 952 

Travel Allowance 


144 451 

134 147 

Performanoe Bonuses 


53 319 

56 393 

Contributlons to UIF, Medical and Pension Funds 


57 780 

51 950 

Houslng Aliowance 


28 890 

28 538 

Cellphone 


12 000 

1 2 000 

Backpay 


12 628 




6S5 7S0 

604 980 

Soeia'l Services 

Annual Remuneration 


346 682 

, 321 952 

CarAltewance 


144 451 

134 147 

Perlormance Bonuses 


53 318 

■ 53 463 

Contributions to UIF, Medlcal and Pension Funds 


52 002 

48 293 

Houslng Allowance 


34 668 

32 195 

Cellphone 


12 00Q 

12 000 

Backpay 


14 628 

11 962 



6S7 749 

614 002 
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Umzlmkhulu Mynicipality 

Anriual Financial Statementa for the year ended 30 June 2010 


Notes to the AnnuaS Ftnancial Statements 



2010 

2009 

1S. Employee related costs (continued) 



Frocyrements and infrastructure (planning, transport and envsronmental affairs) 



Annuai Remuneration 

346 682 . 

319 280 

Travei Allowance 

144 451 

133 030 

Performance Bonuses 

. ■ 47 396 

53 453 

Contributions to UIP, Medica! and Pansion Funds 

57 780 

51 647 

Housing Allowanice 

2,8 890 . . 

. 28 271 

Cellphorie Allowance 

12 000 

12 000 

Backpay 

14 628 

1 1 962 


651 828 

6Q9S43 

Bemyneration of Manager: Technlcal Servlces 



Annual Remurieratidn 

269 540 

326 387 

Travet Allowance 

, 112 308 

117 589 

Performance Bonuses 


56 393 

Contributions to UiF, Medicai and Pension Funds 

, 44 900 

. 98 089 

Cefiphone Allowance 

7 000 

12000 

Back'pay ' ' ■ 

- 

14 293 

Housing ■ ■ 

22 438 



4S6186 

623 751 

19. Rernuneratlon of counclltors 



Mayor 

489 021 

444 845 

Deputy Mayor 

391 217 

365 875 

Fxecuttve Corrimitee 

1 353766 

1 217 759 

S.peak 0 r : 

■, 391 '217 

298 588 

Counoi|lor$ 

4 215 750 

■ 4 281 283 

Counciilor U(F 

337 551 


Chief Whip 

366 766 

333 633 


, , 7 545 288 ; 

6 931 983 

20. Depreciation and arnortisatfon 



Propeily, plant and equipment 

7 496 402 

3 848 874 

Investment property 

30 166 

30 166 

[ntangibla assets 

287 911 

.161 825 


7 814 479 

4 040 865 

2t. Flnanoe costs 



Cu rre nt borrowings 

83 228 

22 764 

22* Casli generated from operations 



Surpius 

47 923 176 

35 822 618 

Adjiistments for: 



Depraciation and amortisation 

7 814 479 

4 040 865 

Loss on saie of assets and iiabfiities 

{40 557) 

(991 S42) 

Dspreciation on deferred charges 

911 689 

- 

Adjustments to Accumulated surplus 

(5 502 485) 

{2 048 900). 

Othsr movements in assets 

(1 145 151) 

- 

Changes in working capftal: 
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AnnuaS Financla^ Statemants for the year ended 30 Juna 2010 


Notes to the Annual Financlai Statements 



2010 

2009 

22, Cssh g@nerated from operations {continued) 

Trade and other receivabtes {rom exchange transactions 

Consumer debtofs 

Trade and other payables from exchange transactions 

Vat , 

Unspent conditional grants and receipts . 

321 263 , 

(5 231 017) 

. . (5 257 104) 

(2 231 151} 

(14 924 331} 

(50 038) 
(353 857) 
.9 089 442 

4 456 285 
(8 871 197) 


22 638 811 

41 093 376 

23. Commltments 



Authorisecl caplta! expendlture 



Commltments in respeet of capltai expenditure - approved and contracted 
for: . 

• Inffastructure 

48 766 000 

41 313 276 


24. ■ Contingenoies . 

26. ^^rlor perlod errors 

The adjustments a$ indicated in Accumuiated surplus in the Statement of Ghanges in Equity consist of the foHowing errors 
that have been identified 

Statefnentof flrtancial posltion 

Restaterhent of unspent grant and housing projeot balances , - 5 065 930 

Statement otflnancial perfor 

Recording of additidnaidepreoiation on prior year assets - (39 006) 

Write off of grahtfunds spent (1 270 764) 

Write off of debtor paid in prlor year ■ .. . 

Total ■■ ' ' ■' ■ ..JimagOj 


Umilmkhulu Munlclpality 

Annuai Flnanciai Statements for the year ended 30 June 2010 

Notes to the Annual Fmancial Statements 

^ - — 2010 2009 


26. Unauthorised, irregular, fruitless and wastetul expenditure 

Irregular expenditure 

Advances to employees 
Service providef 


253 267 
2 831 112 


3 084 379 


127 800 


127 800 


During the year under revievr the municipality contravened Section 164 paragraph (1 ) (c) of the MFMA by paying advances 
to counciliors and officials of the municipality. These amounts were recoverable and were condoned by councii. Aii amounts 
have been paid back as at the 30 June 2010 exept faf an amount of R12 000. These advances were paid in good faith and 
did not affect the operations of the municipality 

Expendlture of R 2 83 1 1 1 2 Is made up as fojtows R 2 356 7 12 is relating to suppiy chain procedures which where not 
compiied with, during the evaiuation adjudication prQcess, this was due to the fact that the servlce provtder that was 
awarded the highest points had already been awarded another project within the municipality and thus it was just a fair 
distributlon of resources and R 474 400 is relating to the extension of work which was reported to the finance commitee 
but hot reported to councii, 

Fruitless and Wasteful expendlture 

Eskom - interest on late payments 549 

Thelt of funds not recoverabte • ' . 562 800 

™ ” ^ ^ ~ ■ 563 349- 


The m.unicipaJity instituted legat a.ction against a municipal empioyee for the theft of funds approxim:ating R 562 800. The 
case has now been resoived ahd this amount wili no longer be tecoverable by the municipatity. : 


37» Additionat dlisciosure in terms of Munieipal Ftnance Management Act 

ContrlbMtioris to organised locai government 

Current year subscrlption / fee 

ArTiQunt paid " current year 

271 483 
(271 483) 

5 300 
{5 3.00) 


'V 

■ ■ ■« 

Audit fees 

Current year amount 

1 060 088 ; 

806316 

FAYE and UiF 



Opening balance 

(10 568) 

(10 568) 

Gurrent year amount 

3 721 967 

3 174 526 

Amount paid - current year 

(3 721 967) 

(3 174 626) 


(10 660) 

(10 568) 

Perisfon and Medieal Aid Deductioris 



Current year amount 

2 928 985 

2 710958 

AmdUnt paid “ Durrent year 

(2 928 986) 

(2 710 958) 



- 

VAT. ' 





1 752 753 





Umzlnikhulu Myriiclpality 

Annuai: Financiai Statements for the year ended 30 June 201 0 

Notes to the Arinual Financial Statemerits 

~~~ ^ ^ ____ • 201 0 ■ 2009 


27. Additionai dlsclosura In terms of yuniclpal Finance Managament Act (continyed) 


CoyncHlors' arrear oon$umar accounts 

The fonowing Councillors had arrear accounts outstanding for more than 90 days at 30 June 2010:- 


30 June 2010 

Outetandirtg 

Totai 


more than 90 



days 


Goodman./Wardie 

5 463 

5 463 

D Zulu 

4 846 

4 846 

BP Dzanibe 

4 962 

4 962 

Lukakayi 

19 657 

19 557 


34 aia 

34 818 


Devlation from sypply chain managemant regutations 

Paragraph i2{1)(d)(i) of Government gazette No. 27636 issued on 30 Uay 2005 states that a suppiy chain management 
policy must provide for the procurement of goods and services by way of a competltive bidding prooess, 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain olrcumstances, provided that he records the reasons fQr any deviatioiis and reports them to the next meeting of the 
accounting officer and inciudes a note to the annuaf financial statements, 

An amount totailing P 691 169 was procured during the financial year under review and the process followed in procuring 
those goods deviated from Paragraph 36 as stated above. The reasons for these devjatfons were docurhented and reported 
td the council who consldered them and subsequently approved the deviation irorri the normai supply chain management 
regulations. ' ■ 
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UraRIKHULy li^UNJCiPALITy; ANAtYSiS OF PHOPERTV PLANT AND EQUIPMFNT AS AT 30 JliME 2010 
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UiyiZIR/iKHUtU MUNICfPALITY: SEGRflENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 30 JUHE 2010 
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APPENPIK E(1) 


UM2!IM:KHULU MUNICSPALITV; AOTUAL VERSUS SUP(3ET FOR THE YEAR EHDED 30 JUNE 


aoio 



2010 

2010 

2010 

201Q 


Sudget (R) 

Actual (R) 

Varieincse (R) 

Variance (%) 






mmmB ' 


■■■■■■■■i 



PBOPERTY RATES 



; ■ (6 411 609) 

. -214% 

SERViCE. CHARGES 

100 ODO 

. 1119 4.20 

.■ ■ ■ (1 019 420.) 

. .-1019% 

RENTAL INCOME . ■ 

370 000 

384 640- 

(14540) 

-4% 

LICENCES AND PERMITS 

70 OOO 

. . 1.3:6 610 

. . (66 610) 

. -95% 

GOVeB'NM'eNT GRANTS 

. 106 559 883 

. 102 062 089 

106 559 883 

. . .100% 

MOTOR VEH!CL.E llCENCES 

150 000 

; 178 120 

■ . ■ . ■.' (28 120) 

... 

OTH.ERiNCOME ■ 

11 620 000 

. 6.53 662 

■. 10 966 33S 

94% 

lNf.EFiESTONI.NVESTM,ENTS .■ 

. 2 1.00 000 

... 3 108945 

.■ (1 008 945) 

, ■ ■ -48% 




■HIHHHHi 


Total Revenue 


117QS4 995 

■■■BEIiBi 

wmmmm 



■■ 

2010 : 

■ S010 . ■ ■ 

2010 


Budget (R) 

Actual (R) 

Variance (R) 

Varlance (%) 






EXPEN:S.E$ ■ ■ 










RERSONNEL COSTS 

(27 938 047) 

(26 859 131.) 

. . (1 078 916) 

.4% 

DEPRECIAtiON 

'. ■(2 067 144.) 

(7 814 479) 

■.■'■. 's'rsTsa's 

j ■-100% 

baddhSs 




0% 

REPAiRS AND MAiNTENANCE 

(3 728 399) 

.' (T 610 262) 

. (2 11.8 137) 

. , 57% 






OENERALEXPENDITURE 

' (48 179S1$)j 

■ . ' . ' (32 847 M7)\ 

(1:5 $31 669) 

$2% 


TdTALEXENSES 


(01303106) . (69 131 819) , . . . (12 771 987) . 16% 


NET SURPLUS /(DEFICfT) FOR THt VEAR 


4i 066 777 


47 '923 


176 






















































































